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f  the  Board  of  Supervisors 

lusiness-based  Business  Improvement  District  ("BID")  to  be  l<nown 
an's  Wharf  Portside  Community  Benefit  District". 
Ilect  an  annual  assessment  commencing  fiscal  year  2006-2007, 
al  year  2020-2021  on  businesses  located  in  two  benefit  zones. 
1  affects  the  Master  Tenant  under  contract  with  the  Port  of  San 
Francisco  to  operate  Pier  39  and  vessels  holding  more  than  100  passengers 
berthed  at  Pier  39.  Benefit  Zone  #2  includes  all  other  businesses  on  the  north 
side  of  the  Embarcadero  and  Jefferson  Street  from  the  west  side  of  Pier  39  to  the 
west  side  of  the  Hyde  Street  Pier. 
Total  projected  assessment  revenue  in  the  first  year  is  $187,113  and  may  increase  in 
years  2  through  14,  according  to  the  San  Francisco-Oakland-San  Jose  Consolidated 
Metropolitan  Statistical  Area  Consumer  Price  Index  for  all  urban  consumers,  not  to 
exceed  5%  annually,  and 

The  assessments  will  fund  activities  described  in  the  District  Management  Plans  such  as 
District  Identity  and  Streetscape  Improvements,  Administration  and  Operations,  and 
Contingency  beginning  fiscal  year  2007-2008. 
passed,  the  ordinance  would  have  a  neutral  or  moderately  favorable  impact  on  all 
:akehoIders:  businesses,  visitors,  neighboring  districts  and  City  government. 
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Office  of  the  Controller 

Budget  and  Analysis  Division  DOCUMENTS  dept. 
Office  of  Economic  Analysis  DEC  l  3  2006 

Economic  Impact  Report  of  francisco 
Fisherman's  Wharf  Portside  ^^^^^^  ^'^^^^^ 

Community  Benefit  District  ("CBD"  or  "District") 
File  Number  061660 


Proposed  Ordinance's  Main  Features  and  Summary  Findings 

•  Resolve  the  Intention  of  the  Board  of  Supervisors 

o  To  establish  a  business-based  Business  Improvement  District  ("BID")  to  be  known 
as  the  "Fisherman's  Wharf  Portside  Community  Benefit  District". 

o  To  levy  and  collect  an  annual  assessment  commencing  fiscal  year  2006-2007, 
and  ending  fiscal  year  2020-2021  on  businesses  located  in  two  benefit  zones. 
Benefit  Zone  #1  affects  the  Master  Tenant  under  contract  with  the  Port  of  San 
Francisco  to  operate  Pier  39  and  vessels  holding  more  than  100  passengers 
berthed  at  Pier  39.  Benefit  Zone  #2  includes  all  other  businesses  on  the  north 
side  of  the  Embarcadero  and  Jefferson  Street  from  the  west  side  of  Pier  39  to  the 
west  side  of  the  Hyde  Street  Pier. 

•  Total  projected  assessment  revenue  in  the  first  year  is  $187,113  and  may  increase  in 
years  2  through  14,  according  to  the  San  Francisco-Oakland-San  Jose  Consolidated 
Metropolitan  Statistical  Area  Consumer  Price  Index  for  all  urban  consumers,  not  to 
exceed  5%  annually,  and 

•  The  assessments  will  fund  activities  described  in  the  District  Management  Plans  such  as 
District  Identity  and  Streetscape  Improvements,  Administration  and  Operations,  and 
Contingency  beginning  fiscal  year  2007-2008. 

•  If  passed,  the  ordinance  would  have  a  neutral  or  moderately  favorable  impact  on  all 
stakeholders:  businesses,  visitors,  neighboring  districts  and  City  government. 
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Executive  Summary 


Stakeholder 

Qualitative  Net  Benefit  Ranking 

Extreme 
Adverse 
Impact 

Moderate 
Adverse 
Impact 

Neutral 

Moderate 
Favorable 
Impact 

Extreme 
Favorable 
Impact 

City  Economy 

Fisherman's  Wharf 

Portside  Master 
Tenant  and  District 
Businesses^ 

Visitors  Shopping  in 
the  Community 
Benefit  District 

Neighboring 
Districts  and  Other 
Nearby  Property 

City  Government 
and  Port  of  San 
Francisco 

Fisherman's  Wharf/Ports ide  CBD  IVlap 


'  The  District  affects  the  master  tenant  in  Benefit  Zone  1  and  all  businesses  in  possession  of  a  San  Francisco  business 
license  that  are  under  contract  with  the  Port  of  San  Francisco. 

3  1223  08679  0814 


Economic 
Scorecard 

If  Resolution  Passes 

Status  Quo 

City 
Economy 

Neutral: 

•  The  economic  impact  of  the  proposed 
Fisherman's  Wharf  Portside  Community 
Benefit  District  ($187,113  in  additional 
annual  services)  is  very  small  relative  to 
the  City's  economic  activity  ($56.47  billion 
per  year  as  of  2005). 

•  CBD  formation  is  an  alternative  policy  tool 
tn    hpin    rai^p    rpvpniip     notpntial  of 
commercial  corridors. 

•  The    District    should    have  favorable 
economic  impact  on  its  service  area 
related  to  greater  civic  involvement  by 
property  and  business  owners,  which  in 
turn  should  produce  positive  spillover 
benefits   to   commercial    tenants,  and 
visitors. 

•    Eight  (8)   CBDs   have  formed 
within  the  City  and  County  of  San 
Francisco: 

o    Union  Square 
o    Castro/Upper  Market 
o    Noe  Valley 
o    North  of 

Market/Tenderloin 
o    Mission  Miracle  Mile 

(2500  Block  of  Mission) 
o    Fisherman's  Wharf 
o    Fillmore  Jazz  District 
o    Central  Market 

-isherman's 
Wharf 
Portside 
Master 

Tenant  and 
District 

Businesses 

Neutral  to  Moderate  Favorable  Impact: 

•  Market  values  may  become  more  resistant 
to  economic  downturns  or  slowdowns,  as 
District  provides  amenities  that  make  the 
area    more    appealing    to  prospective 
commercial  tenants. 

•  District  businesses  should  benefit  from 
revenue     increases     due     to  area 
improvements    from    District  services, 
thereby  being  more  able  to  afford  rent 
rates. 

•  Improving  the  condition  of  public  spaces  In 
retail  corridors  contributes  to  business  and 
job  retention  and  growth. 

•    Absent     a     more  appealing 
environment  for  residents  and 
businesses,  the  district  is  less 
likely    to    be    able    to  foster 
employment   growth   and  retail 
activity. 
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Economic 
Scorecard 

If  Resolution  Passes 

Status  Quo 

Visitors 
Shopping  in 

the 
Fisherman's 
Wharf 
Portside 
District 

Neutral  to  Moderate  Favorable  Impact: 

•  Enhanced  services  and  amenities  increase 
the    likelihood    of    more    visitors  and 
residents  shopping  in  the  District. 

•  With  increased  local  participation,  better 
matching       of  commercial-residents' 
preferences  is  likely. 

•    Residential  and  commercial  trends 
in  the  area  continue. 

Neighboring 
Districts  and 
Other  Nearby 
Property 

Neutral  to  Moderate  Favorable  Impact: 

•    Neighboring     areas,     such     as  the 
Fisherman's  Wharf  Community  Benefit 
District    may    benefit    from  increased 
economic  activity. 

•    Residential  and  commercial  trends 
in  the  area  continue. 

City 
Government 
and  Port  of 

San 
Francisco 

Neutral: 

•  District  formation  is  an  effective  economic 
development     and     policy     tool  for 
neighborhood  enhancement,  where  costs 
and  benefits  are  directly  aligned. 

•  Maintenance  of  service  levels  are  subject 
to    annual    appropriation    and  budget 
limitations  and  may  be  changed  without 
prior  notice. 

•    Costs  of  providing  City  services 
are  rising  faster  than  general  City 
tax  revenue  over  long  term. 

Putting  the  Proposed  CBD's  Annual  Budget  into  Perspective 


Program/Activity 

Annual  First 
Year  Costs* 

%  of  1st 
Year 
Budget 

District  Identity  and 

StreetscapB  Improvements 

$130,979 

70% 

(DISI) 

Administration,  Organization 
and  Corporate  Operations 

$37,423 

20% 

Contingency/Reserve 

$1B,711 

10% 

Total 

$187,113 

100% 

*  According  to  the  District's  Management  Plan. 
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Sources  of  Funds 


The  total  projected  assessment  for  fiscal  year  ending  2007  is  expected  to  raise  $187,113 
in  revenues. 

The  District's  annual  budget  for  Zone  1  will  be  obtained  from  assessments  that  represent 
less  than  $0.15  per  square  foot  per  year  on  the  247,000  gross  square  feet  of  space  leased 
by  Pier  39's  Master  Tenant  from  the  Port  of  San  Francisco,  and  from  $2,000  per  year  per 
vessel  with  capacity  for  more  than  100  passengers  berthed  at  Pier  39.  The  District 
expects  to  receive  nearly  $37,000  from  this  source. 

The  District's  annual  budget  for  Zone  2  will  be  obtained  from  assessments  on  gross 
receipts  for  retailers,  hotels,  food  and  beverage  businesses,  motorized  land-tour  operators 
and  for-profit  parking  lot  operators.  The  applied  assessment  factor  of  .0014%  on 
approximately  $96  million  in  gross  receipts  should  yield  $133,365  during  the  first  year  of 
operation  for  the  District.  Further  revenue  from  tour  operators  and  tour  vessels — ships, 
boats,  carriages  and  pedicabs — is  expected  to  yield  an  additional  $16,750  during  the  first 
year  of  operations  of  the  CBD.  These  assessments  are  subject  to  annual  increases, 
capped  at  5%  per  year. 

Unlike  any  other  Districts  that  have  been  formed  within  the  City  thus  far,  this  one  proposes 
its  funding  to  be  sourced  at  gross  receipts  from  commercial  activity  in  retail  sales  and 
hospitality.  Such  receipts  are  subject  to  greater  volatility  than  property  based 
assessments,  which  is  the  basis  for  the  source  of  funding  of  all  Districts  already  formed.  A 
potential  risk  is  that  commercial  activity  in  the  two  benefit  zones  of  the  District  may  decline 
during  an  economic  slowdown  to  the  point  that  funding  for  the  District  may  fail  short  of 
needed  amount  to  operate  the  District  as  planned.  Aside  from  built-in  mechanisms  to 
increase  funding  in  future  years,  the  Management  Plan  includes  provisions  for  a  reserve 
contingency  allocation  detailed  in  the  next  section  of  this  report  which,  in  our  estimation, 
provides  sufficient  mitigation  for  any  future  short-term  revenue  shortfall. 

Uses  of  Funds 


We  find  this  District  to 
provide  moderate 
favorable  impact  for  district 
businesses  and  their 
customers.  Streetscape 
improvements  to  enhance 
the  experience  of  visitors 
to  the  area  include  special 
events,  marketing  and 
promotions,  pedestrian 
kiosks  and  signage 
systems;  and  increased 
security.  Unlike  other 
Districts,  this  District  has  a 
potential  cost  of  $48,000  to  repay  organizations  that  invested  in  the  formation  of  this 
District.  This  cost  is  a  concern,  because  it  represents  26%  of  the  total  annual  budget  for 


i 
1 

Annual  First 
Year  Costs* 

%  of  1st 
Year 
Bmljiet 

Adjiisthijj  Fii^ 
Year  Costs 

%  of  1st 
Yeai 
Budget 

:  District  Identity  and 
Streetscape  Improvements 
(OlSI) 

Administration,  Organization 
and  Corporate  Operations 

$130^79 
$37,423 

70% 
20% 

$82,979 
$37,423 

44% 
20% 

Potential  Cost 

26% 

Reimbursement  (as  much  as) 

$48,000 

■  Contingency/Reserve 

118,711 

10% 

$18,711 

10% 

Total 

$187,113 

100% 

$187,113 

100% 

*  According  to  the  District's  Manaqement  Plan. 
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the  first  year  of  the  District.^  Such  a  potential  expense  represents  an  organizational  cost, 
not  an  expense  on  District  Identity  and  Streetscape  Improvements  (DISI). 

The  District's  reserve  contingency  of  $1 8,71 1  set  aside  in  the  first  year  of  operation  is  likely 
to  be  sufficient  to  mitigate  most  risks  associated  with  escalating  service  costs  in  the  short 
run.  In  the  event  the  contingency  is  inadequate,  the  District  has  a  provision  to  increase 
assessments.  The  increase  is  tied  to  the  San  Francisco-Oakland-San  Jose  Consolidated 
Metropolitan  Statistical  Area  (CMSA)  CPI,  not  to  exceed  5  percent  annually  as  determined 
by  the  Fisherman's  Wharf  Association. 

Budget  Projection  Scenarios  for  the  Fisherman's  Wharf  Portside  CBD: 


Maximum  Increases   Expected  Increases  $  % 


Fiscal  Year  Ending 

Permitted  on  Sources 

on  Sources* 

CPI-SF  e:MSA  Difference 

Difference 

2DQ8 

$187,113 

$187,113 

2.10% 

$0 

0.00% 

2009 

$198,469 

$191,042 

1.70% 

$5,426 

2.76% 

2010 

$206,292 

$194,290 

2.20% 

$12,002 

5.82% 

2011 

$216,607 

$198,564 

1.60% 

$18,042 

8.33% 

2012 

$227,437 

$201 .742 

2.10% 

$25,696 

11.30% 

2013 

$238,809 

$205,978 

1.92% 

$32,831 

13.75% 

2014 

$250,749 

$209,942 

1.89% 

$40,807 

16.27% 

2015 

$263,287 

$213,912 

1.93% 

$49,375 

18.75% 

2016 

$276,451 

$218,044 

1.88% 

$58,407 

21.13% 

2017 

$290,274 

$222,148 

1.94% 

$68,126 

23.47% 

201 B 

$304,787 

$226,467 

1 .91  % 

$78,320 

25.70% 

2019 

$320,027 

$230,803 

1.91% 

$89,224 

27.88% 

2020 

$336,028 

$235,218 

1 .92% 

$100,811 

30.00% 

2021 

$352,829  , 

$239,727 

1.91% 

$113,103 

32.06% 

j*  We  use  forecsastecl  CPI  for  SF  CMSA  from  the  Bureau  of  Labor  Statistics  based  on  fiscal  year  ending  June  30tli. 


Introduction  to  Community  Benefit  Districts 

CBDs  are  better  known  in  California  and  throughout  the  U.S.  by  their  generic  name: 
Business  Improvement  Districts  (61  Ds).  CBDs  are  typically  established  to  promote 
economic  revitalization.  They  may  also  provide  additional  safety,  sanitation,  and 
promotional  services  to  District  properties,  businesses,  or  residents.  Extra  assessments 
are  levied  upon  property  owners  to  pay  for  services  beyond  those  offered  to  all  parcels  by 
local  public  works  or  other  agencies.  Fees  are  assessed  on  property  owners,  who  may,  in 
some  cases,  be  able  to  partially  pass  through  some  costs  to  property  tenants  and  area 
customers. 

A  district  board  is  formed  to  oversee  the  District's  operations,  collect  assessments,  and 
disburse  funds  for  supplemental  services,  activities,  and  improvements,  as  agreed  to  by 
the  community  members.  Sometimes  the  objectives  are  not  purely  commercial,  but  may 
be  motivated  by  a  community's  desire  to  restore,  maintain,  or  support  cultural  or  social 
traditions  particular  to  a  neighborhood  or  ethnic  community  in  a  specific  location.  This  can 
be  a  reason  for  communities  to  refer  to  these  districts  as  "Community  Benefit  Districts". 


^  According  to  Mr.  Brad  Benson  of  the  Port  of  San  Francisco,  the  large  first  year  cost  can  be  mitigated  by  a  $10,000 
loan  to  the  District  to  cover  the  formation  costs.  This  loan  will  have  to  be  repaid  in  one  year's  time. 
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Community  Benefit  Districts  are  appealing  because  they  are  geographically  defined  such 
that  those  who  pay  the  costs  directly  benefit  from  the  extra  services.  For  this  reason, 
District  formation  is  often  welcome  by  the  majority  of  residents  and  property  owners  of  an 
impacted  community.  Since  district-assessed  collections  are  spent  where  they  are  levied, 
the  assessments  are  perceived  as  fairer  than  general  taxation. 

Districts  can  also  be  seen  as  economically  efficient  governance  structures.  They  tend  to 
focus  on  more-noticeable  street-level  services  and  small-scale  improvements  immediately 
benefiting  the  neighborhood.  Districts  generate  their  own  funding  without  requiring 
external  funds  that  may  cause  economic  redistribution  of  public  funds,  accompanying 
political  debates,  and  potentially  adverse  economic  impacts  with  other  neighborhoods. 

In  some  cases,  districts  have  been  used  in  large  urban  centers  to  encourage  business 
retention  and  mitigate  flight  to  suburbs,  helping  to  retain  and  enhance  revenue  stability  of 
local  (city  or  county)  government,  as  well  as  providing  for  employment  retention  and 
growth. 

Potential  Economic  Costs  of  Districts 

Economic  costs  are  sometimes  cited  as  the  reason  that  some  existing  commercial  or 
residential  tenants  may  move  out  of  a  District.  One  example  is  Times  Square  in  New  York 
City.  In  the  mid-1 990's,  there  were  a  number  of  adult-theme  stores  and  lower-income 
residents  in  the  area.  After  the  BID  was  established,  these  stores  and  some  residents 
were  politically  and  financially  unable  to  remain  compatible  with  the  District's  new  direction 
and  relocated  outside  of  the  area.  Businesses  with  higher  revenue  potential  moved  in, 
area  sanitation  and  security  improved,  and  new,  more  affluent  residents  and  visitors, 
began  living,  shopping  and  working  in  Times  Square.  For  some  residents,  there  were 
greater  employment  opportunities  with  the  new  businesses,  and  New  York  City  benefited 
from  greater  tax  revenues.  In  this  case,  the  losses  to  some  of  the  original  residents  and 
businesses  were  deemed  smaller  than  the  subsequent  benefits  to  the  community  and  New 
York  City  as  a  whole. 

Some  critics  of  Districts  also  point  out  that  incompatibilities  between  general  social  policy 
objectives  and  District  goals  may  result  in  displacing  indigent  or  other  disadvantaged 
groups  from  areas  that  were  traditionally  occupied  by  the  least  empowered  in  our  society. 
For  example,  in  1988,  the  Grand  Central  Partnership  (GCP)  in  New  York  City  commenced 
a  'clean  and  safe'  program  designed  to  move  homeless  off  the  streets  of  the  service  area 
and  into  shelters.  By  1995,  the  allegations  that  'goon  squads'  were  using  force  to  remove 
homeless  persons  unwillingly  from  streets  had  created  a  small  scandal  in  NYC.  GCP  had 
been  paying  untrained,  formerly  homeless  persons  $1.15  per  hour  to  serve  as  service 
workers  for  the  program.  Both  HUD  and  the  City's  Department  of  Homeless  Services 
conducted  investigations  and  by  1998  rescinded  their  contracts  to  the  GCP.  At  the  core  of 
the  findings  that  led  to  the  termination  of  this  District's  contract  was  "the  failure  to 
implement  an  adequate  complaint  resolution  process  [which]  limits  understanding  of  how 
many  complaints  have  been  made  against  the  [District]".^ 

Some  critics  also  worry  that  a  community's  identity  may  be  lost  or  transformed  into  a 
conforming,  homogeneous  area  where  its  appearance  and  use  become  too  much  like  the 


^  Go  to  (http://www.qrandcentralpartnership.orq/)  for  full  case  study. 
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suburban  malls  that  Districts  are  designed  to  compete  against.  Nevertheless,  this 
illustrates  that  close  attention  is  warranted  for  larger  revitalization  efforts  to  balance 
economic  development  interests  with  social  justice  and  other  policy  objectives. 

In  regards  to  the  Fisherman's  Wharf  Portside  CBD,  these  general  concerns  and  critiques 
appear  not  to  be  applicable,  given  the  scope  of  the  proposed  services  and  mission.  We 
believe  that  the  CBD  Plan  adequately  addresses  the  aforementioned  potential  economic 
costs. 

Potential  Risks  of  Districts 

The  most  well  studied  Districts  were  formed  in  the  mid-1990s  in  New  York  City,  where 
there  are  currently  37  in  operation.  In  November  of  1995,  New  York  City  Government's 
Finance  Committee  issued  a  report  titled:  "Cities  Within  Cities:  Business  Improvement 
Districts  and  the  Emergence  of  the  Micropolis."  The  report  served  as  a  blueprint  for 
redesigning  governance  structures  and  correcting  for  weaknesses  or  problems  with  the 
manner  in  which  Districts  operate.  The  report  found  that  Districts  failed  to  empower 
impacted  local  residents,  merchants  and  property  owners  and  acted  as  an  unsupervised 
and  unchecked  authority  without  accountability  to  city  government.  Some  lessons  learned 
include: 

•  Political  transparency  in  the  formation  and  governance  of  the  District  eliminates 
abuses  or  ineffectiveness  in  a  District. 

•  Audit  and  accounting  reports  must  be  provided  in  the  operation  of  the  District  to 
all  stakeholders — local  property  owners,  residents,  and  city  government.  These 
reports  should  assess  whether  the  District's  Management  Plan  and  the  written 
agreement  with  the  City  are  being  followed  and  that  stakeholders  continue  to 
give  their  consent  for  the  activities  and  services  provided. 

•  Avoiding  conflicts  of  interests  or  the  appearance  of  conflicts  of  interests  is 
essential.  Individuals  who  have  oversight  of  a  District  should  not  have  either 
overlapping  functions  within  a  District,  nor  serve  multiple  functions  in  multiple 
Districts. 

•  Healthy  competition  among  companies  to,  bid  on  district  management  services 
should  occur  so  that  no  single  district  management  company  has  monopoly 
powers  or  perceived  monopoly  power.  Fostering  competition  will  lead  to 
improved  collection  of  assessment  fees,  great  efficiencies  in  the  management 
services,  and  effectiveness  in  providing  services. 

•  Administration  risks  are  very  different  than  in  all  other  districts  formed  in  San 
Francisco  due  largely  to  sources  of  funding  based  on  gross  receipts,  as  well  as 
the  previously  noted  formation  costs  repayments.  The  Port,  District 
Management  and  the  Tax  Collector's  Office  will  need  to  establish  a  new  billing 
and  collections  mechanism  for  this  District."^ 


In  other  districts,  the  revenues  were  included  on  the  property  tax  rolls  wherein  a  lien  could  be  placed  on 
their  properties  absent  timely  payment.  The  source  of  revenues  in  this  instance  (gross  receipts  base)  appear 
to  be  unsecured. 
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We  believe  the  first  four  of  tfiese  concerns  are  adequately  addressed  in  the  Fisherman's 
Wharf  Portside  IVIanagement  District  Plan,  and  that  this  CBD  will  likely  have  moderately 
favorable  impact  in  the  defined  area.  In  fact,  the  political  transparency  concerns  are 
addressed  specifically  in  this  District  in  section  4  of  the  proposed  ordinance  -  the 
requirement  that  public  hearings  be  held  the  first  seven  years  of  the  District's  formation. 
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